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repeal o_f Minnesota Statutes; section 116J .991, b_y Laws 1999, chapter 2&3: article 15 
section f1_, and provided t_hLt me assistance would have been subject to Minnesota 
Statutes, section 1161.991, n_ot E E repeal. 

Subd. 2. PUBLIC ASSISTANCE TO BUSINESS; WAGE AND JOB RE- 
QUIREMENTS. A business _tlLat receives state or local government assistance for 
economic development or job growth purpogmustire-zite a net increase in jobs} 
Minnesota within tvlo ye—a1rrp_f receiving E assistance. _ — W 1 ~ 

Elle government agency providing ‘the assistance must establish wage levelfl 
jo_b creation goals t_o IE gt b_y fire business receiving E assistance. A businessE 
fails t_o meet t:h_e goals must repay fie assistance t_o @ government agency. 

Each government agency must report E wage and job goals gig t_h_e_ results f_or 
each project achieving those goals to the department of trade and economic 
development. E department shall compile a_n_d_ publish E results o_f ti1_ereports fig 
the previous calendar yelr lg August 1 o_f each year. '_I‘_l§ reports o_f E agencies t_o% 
department fig E compilation report of E department shall E made available 9 the 
public. 

For the purpose o_f this subdivision, “assistance” means a grant or loan excess 
of $25,000 or tax increment financing. 

Sec. 15. EFFECTIVE DATE. 
lire amendment section L adding clause (21), effective die gig following 

final enactment retroactive t_o January L 2000. Section E effective January 
1, 2001.

' 

Presented to the governor May 11, 2000 
Signed by the governor May 15, 2000, 10:55 a.m. 

CHAPTER 483-—H.F.‘No. 3505 
An act relating to commerce; providing enforcement authority to the commissioner; 

providing technical changes; regulating certain disclosures," specifying the license term and fees 
of a managing general agent; regulating motor vehicle service contracts; regulating underwriting 
practices; regulating insurance brokerage business; regulating workers’ compensation self- 

insurance; regulating securities broker~dealers and investment advisers; authorizing the com- 
missioner to withdraw certain inactive registration applications; regulating real estate and 
insurance agent continuing education; regulating the contractor recovery fund; making collection 
agencies responsible for the acts of collectors; providing standards of conduct, for notarial acts; 
regulating unclaimed property; amending Minnesota Statutes 1998, sections 45.027, subdivision 
7a; 60A.052, subdivision 1; 60A.129, subdivision 5; 60H.03, by adding a subdivision; 60K.03, 
subdivision 4; 60K.14, subdivision 1; 6111.092, subdivision 6; 62A.]36; 62C.II, subdivision 1; 
62C.J42,‘ subdivision 2a,‘ ‘62E.04, subdivision 4; 621-1.10, subdivision 4; 62S.02, subdivision 1; 
6413.30, subdivision 1; 65B.29, subdivisions 2 and 3; 72A.20, subdivision 17; 724,499, 
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subdivision 1; 79A.04, subdivisions 1, 2, 7, and 9; 79A.1], subdivision 2, and by adding a 
subdivision; 79A.22, subdivisions 3 and 11; 80A. 04, subdivisions 2 and 3; 80A. 07, subdivision 1; 
80A.10, subdivision 2; 80C.05, subdivision 4; 80C,07; 82.22, subdivision I3; 82A.04, subdivision 
4, and by adding a subdivision; 82B.14; 83.23, by adding a subdivision; 308A.7I1, subdivision 
1; 326.975, subdivision 1; and 345.515; Minnesota Statutes 1999 Supplement, sections 60A.052, 
subdivision 2; 60K.19, subdivision 8; 62.7535, subdivision 2; 72A.20, subdivision 23; 79A.22, 
subdivision 2; 79A.23, subdivisions 1, 2, and 3; 79A.24, subdivision 2; and 80A.I5, subdivision 
2; Laws 1999, chapter 177, section 89; proposing coding for new law in Minnesota Statutes, 
chapters 60K; 332; and 359; repealing Minnesota Statutes 1998, sections 62A.285, subdivision 
4; 62A.65J; and 65B.J3. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA: 
Section 1. Minnesota Statutes 1998, section 45.027, subdivision 7 a, is amended to 

read: 

Subd. 7a. AUTHORIZED DISCLOSURES OF INFORMATION AND 
DATA. Q The commissioner may release and disclose any active or inactive 
investigative information and data on licensees to any national securities exchange or 
national securities association registered under the Securities Exchange Act of 1934 
when necessary for the requesting agency in initiating, furthering, or completing an 
investigation. 

(b) The commissioner may release any active or inactive investigative data 
relating to-the conduct of the Esiness of infiance to tlg Ofiice of the Comptrolle—r'a‘ 
the currené? or @ ofiic”e“or Thrift Supervision ifcfier to fagilifie the initiation, 
Etherance, g7:o1npletion o__ftli investigation. 

T" — - 
Sec. 2. Minnesota Statutes 1998, section 60A.052, subdivision 1, is amended to 

read: 

Subdivision 1. GROUNDS. The commissioner may by order take any or all of the 
following actions: (a) deny, suspend, or revoke a certificate of authority; (b) censure the 
insurance company; or (c) impose a civil penalty as provided for in section 45.027, 
subdivision 6; or (d) under’ a written agreement with the insurance company based 
upon the company’s financial condition, impose conditions or restrictions on-thg 
insurarfi company’s authority to transact business in Minnesota._ In order to tag this 
action the commissioner mustTind that the orderTs in the public interest, and the 
insurance company: 

(1) has a board of directors or principal management that is incompetent, 
untrustworthy, or so lacking in insurance company managerial experience as to make 
its operation hazardous to policyholders, its stockholders, or to the insurance buying 
public; 

(2) is controlled directly or indirectly through ownership, management, reinsur—
‘ 

ance transactions, or other business relations by any person or persons whose business 
operations are or have been marked by manipulation of any assets, reinsurance, or 
accounts as to create a hazard to the company’s policyholders, stockholders, or the 
insurance buying public; 
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(3) is in an unsound or unsafe condition; 

(4) has the actual liabilities that exceed the actual funds of the company; 

(5) has filed an application for a license which is incomplete in any material 
respect or contains any statement which, in light of the circumstances under which it 
was made, contained any misrepresentation or was false, misleading, or fraudulent; 

(6) has pled guilty, with or without explicitly admitting guilt, pled nolo 
contendere, or been convicted of a felony, gross misdemeanor, or misdemeanor 
involving moral turpitude, or similar conduct; 

(7) is permanently or temporarily enjoined by any court of competent jurisdiction 
from engaging in or continuing any conduct or practice involving any aspect of the 
insurance business; 

- 

(8) has violated or failed to comply with any order of the insurance regulator of 
any other state or jurisdiction; - 

(9) has had a certificate of authority denied, suspended, or revoked, has been 
censured or reprimanded, has been the subject of any other discipline imposed by, or 
has paid or has been required to pay a monetary penalty or fine to, another state; 

(10) agents, oflicers, or directors refuse to submit to examination or perform any 
related legal obligation; or 

(11) has violated or failed to comply with, any of the provisions of the insurance 
laws including chapter 45 or chapters 60A to 72A or any rule or order under those 
chapters. 

Sec. 3. Minnesota Statutes 1999 Supplement, section 60A.052, subdivision 2, is 
amended to read: 

Subd. 2. SUSPENSION OR REVOCATION OF AUTHORITY OR CEN- 
SURE. If the commissioner determines that one of the conditions listed in subdivision 
1 exists, the commissioner may issue an order requiring the insurance company to 
show cause why any or all of the following should not occur: (1) revocation or 
suspension of any or all certificates of authority granted to the foreign or domestic 
insurance company or its agent; (2) censuring of the insurance company; (3) 
cancellation of all or some of the company’s‘ insurance contracts then in force in this 
state; or (4) the imposition of a civil penalty; or (5) under a written agreement with the 
insurance company based upon the comp—anyTf@cia1 condition, impositicfirof 
conditions or restrictions on the insfiance company’s authority t_o transact business 5 
Minnesota.TI‘he order shanfi bgcalculated to give reasonable notice of the time arfi 
place for hearing thereon, and shall state the reasons for the entry of the order. All 
hearings shall be conducted in accordance with chapter 14. The insurer may waive its 
right to the hearing. If the insurer is under the supervision or control of the insurance 
department of the insurer’s state of domicile, that insurance department, acting on 
behalf of the insurer, may waive the insurer’s right to the hearing..After the hearing, the 
commissioner shall enter an order disposing of the matter as the facts require. If the 
insurance company fails to appear at a hearing after having been duly notified of it, the 
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company shall be considered in default, and the proceeding may be determined against 
the company upon consideration of the order to show cause, the allegations of which 
may be considered to be true. 

Sec. 4. Minnesota Statutes 1998, section 60A.129, subdivision 5, is amended to 
read: 

Subd. 5. CONSOLIDATED FILING. (a) The commissioner may allow an 
insurer to file a consolidated loss reserve certification required by subdivision 2, in lieu 
of separate loss certifications and may allow an insurer to file consolidated or 
combined audited financial statements required by subdivision 3, paragraph (a), in lieu 
of separate annual audited financial statements, where it can be demonstrated that an 
insurer is part of a group of insurance companies that has a pooling or 100 percent 
reinsurance agreement which substantially affects the solvency and integrity of the 
reserves of the insurer and the insurer cedes all of its direct and assumed business to 
the pool. 13 affiliated insurance company not meeting these requirements may be 
included the consolidated or combined audited financial statements, E ‘cBT11pZ 
ny_’§ total admitted assets ar_e_less than five percent of the consolidated group’s total 
admitted assets. If these circuEta_fic_es_e;ist, then the company may file a wrfi 
application to file a consolidated loss reserve certification and/or consolidated or 
combined audited financial statements. This application shall be for a specified period. 

(b) A consolidated annual audit filing shall include a columnar consolidated or 
combining worksheet. Amounts shown on the audited consolidated or combined 
financial statement shall be shown on the worksheet. Amounts for each insurer shall be 
stated separately. Noninsurance operations may be shown on the worksheet on a 
combined or individual basis. Explanations of consolidating or eliminating entries shall 
be shown on the worksheet. A reconciliation of any differences between the amounts 
shown in the individual insurer columns of the worksheet and comparable amounts 
shown on the annual statement of the insurers shall be included on the worksheet. 

Sec. 5. Minnesota Statutes 1998, section 6OH.03, is amended by adding a 
subdivision to read: 

Subd. 4. TERM AND FEES. The term of a managing general agent license 
issued under‘ section £1 _t_h_e license fees imposed E th_e same _a_s_ those applicable 
t_o a licensed insurance agent under chapter 60K. 

Sec. 6. Minnesota Statutes 1998, section 60K.03, subdivision 4, is amended to 
read: 

Subd. 4. TERM. All licenses issued pursuant to this section remain in force until 
voluntarily terminated by the licensee, not renewed as prescribed in section 6OK.06, or 
until suspended or revoked by the commissioner. A voluntary termination occurs when 
the license is surrendered to the commissioner with the request that it be terminated or 
when the licensee dies, or when the licensee is dissolved or its existence is terminated. 
In the case of a nonresident license, a voluntary termination also occurs upon the 
happening of the event described in subdivision 3, paragraph (c). 
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Every licensed agent shall notify the commissioner within39 E days of a change 
of name, address, or information contained in the application. 

Sec. 7. [60K.081] BROKERAGE BUSINESS. 
Every insurance agent licensed to transact business in this state may procure the 

insurance of risks, or parts of risks, the class or classes_o_1Ti11sLT1r1(:Tf()r whichE 
agent licensed, f1‘b_m an inalrer authI)riz_ed to transact business in this sta.te, whenE gm gt Q appointed agent of th_e insurer:—_b;u_t EIE insurance in-ustbe consummated E through Q appointed agen?o_f the insurer. _ 

Sec. 8. Minnesota Statutes 1998, section 6OK.l4, subdivision 1, is amended to 
read: . 

Subdivision 1. PERSONAL SOLICITATION OF INSURANCE SALES. (a) 
DEFINITIONS. For the purposes of this section, the following terms have the 
meanings given them: 

(1) “agent” means a person, copaitnership, or corporation required to be licensed 
pursuant to section 60K.02; and 

(2) “personal solicitation” means any Contact by an agent, or any person acting ‘on 
behalf of an agent, made for the purpose of selling or attempting to sell insurance, 
when either the agent or a person acting for the agent contacts the buyer by telephone 
or in person, except: (i) an attempted sale in which the buyer personally knows the 
identity of the agent, the name of the general agency, if any, which the agent represents, 
and the fact that the agent is an insurance agent; (ii) an attempted sale in which the 
prospective purchaser of insurance initiated the contact; or (iii) a personal contact 
which takes place at the agent"s place of business.

‘ 

(b) DISCLOSURE REQUIREMENT. Before a personal solicitation, the agent 
or person acting for an agent shall, at the time of initial personal Contact with the 
potential buyer, clearly and expressly disclose in writing:_ 

(1) thelname and state agent license number: of the person making the 
contact; 

(2) the ‘name of the agent, general agency, or insurer that person represents; and 

(3) the fact that the agent, agency, or insurer is in the business of selling insurance. 

If the initial personal contact is made by telephone, the disclosures required by 
this subdivision need not be made in writing. 

(c) FALSE REPRESENTATION OF GOVERNMENT AFFILIATION. No 
agent or person acting for an agent shall make any communication to a potential buyer 
that indicates or gives the impression that the agent is acting on behalf of a government 
agency. ’ 

Sec. 9. Minnesota Statutes 1999 Supplement, section 60K.l9, subdivision 8, is 
amended to read: 
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Subd. 8. MINIMUM EDUCATION REQUIREMENT. Each person subject to 
this section shall complete a minimum of 30 credit hours of courses accredited by the 
commissioner during each 24-month licensing period; two hears e£ which must be 
devetedtestatelaw;regulatiens;anelrulesapplieabletethelineerlinesefinsuranee 
fer which the agent is licensed. Any person whose initial licensing period extends more 
than six months shall complete 15 hours of courses accredited by the commissioner 
during the initial license period. Any person teaching or lecturing at an accredited 
course qualifies for 1-1/2 times the number of credit hours that would be granted to a 
person completing the accredited course. No more than 15 credit hours per licensing 
period may be credited to a person for courses sponsored by, offered by, or affiliated 
with an insurance company or its agents. Courses sponsored by, offered by, or affiliated 
with an insurance company or agent may restrict its students to agents of the company 
or agency. 

Sec. 10. Minnesota Statutes 1998, section 61A.092, subdivision 6, is amended to 
read: 

Subd. 6. APPLICATION. This section applies to a policy, certificate of 
insurance, or similar evidence of coverage issued to a Minnesota resident or issued to 
provide coverage to a Minnesota resident. This section does not apply to: (1) a 
certificate of insurance or similar evidence of coverage that meets the conditions of 
section 61A.093, subdivision 2; or (2) a group life insurance policy that contains a 
provision permitting the certificate holder, upon termination or layofi' from employ~ 
ment, to retain the coverage provided under the group policy by paying premiums 
directly to the insurer, provided that the employer shall give the employee notice of the 
employee’s and each related certificate ho1der’s right to continue the insurance by 
paying premiums directly to the insurer. A related certificate holder is an insured 
spouse _or dependent child of the employee. Upon termination of this group policy, each 
covered employee, sp"5£§é, and dependent child is entitled to Evie‘-iqssued to them a”1TrE 
conversion policy g p1'escr_i3-ed section 6lA.09, subdivTsio_n—1, paragrap*hW1‘).H~_ 

Sec. 11. Minnesota Statutes 1998, section 62A.136, is amended to read: 
62A.136 DENTAL AND VISION PLAN COVERAGE. 
The following provisions do not apply to health plans providing dental or vision 

coverage only: sections 62A.O41; 62A.O411; 62A.047; 62A.149; 62A.l51; 62A.152; 
62A.l54; 62A.155; 62A.17, subdivision 6; 62A.2l, subdivision 2b; 62A.26; 62A.28; 
and 62A.285; 62A.30; 62A.304; 62A.309§; Ed 62E.16. 

Sec. 12. Minnesota Statutes 1998, section 6ZC.11, subdivision 1, is amended to 
read: 

Subdivision 1. A "service plan corporation shall annually on or before the last day 
of March, file with the commissioner a financial statement, in such form as the 
commissioner shall prescribe, verified by not less than two of its principal offlcers, 
showing the financial condition of the corporation as of December 31 of the preceding 
year. The statement shall include an audit repert eertified by an eerti-fled 

.pubHeaeeeumamandweenefledandadjustedmeenfennmthe.finaneialsmwmen% 
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Sec. 13. Minnesota Statutes 1998, section 62C.l42, subdivision 2a, is amended to 
read: 

Subd. 2a. CONTINUATION PRIVILEGE. Every subscriber contract, other 
than a contract whose -continuance is contingent upon continued employment or 
membership, shall contain a provision which permits continuation of coverage under 
the «contract for the subscriber’s former spouse and children upon entry of a valid 
decree of dissolution of marriage; if the decree requires the suhseriber te previde 

eeverage for these persens. The coverage may be continued until the earlier 
of the following dates: 

(a) the date of remarriage ef either the subseriher er the subscriber’s former 
spouse becomes covered under E other group health E; or 

(b) the date coverage would otherwise terminate under the subscriber contract. 

The contract must require the group contract holder to, upon request, provide the 
insured with written verification from the insurer of the cost of this coverage promptly 
at the time of eligibility for this coverage and at any time during the continuation 
period. In no event shall the amount of premium charged exceed 102 percent of the 
cost to the plan for such period of coverage for other similarly situated spouses and 
dependent children with respect to whom the marital relationship has not dissolved, 
without regard to whether such cost is paid by the employer or employee. 

Sec. 14. Minnesota Statutes 1998, section 62E.04, subdivision 4, is amended to 
read:‘

' 

Subd. 4. MAJOR MEDICAL COVERAGE. Each insurer and fraternal shall 
affirmatively offer coverage of major medical expenses to every applicant who applies 
to the insurer or fraternal for a new unqualified policy, which has a lifetime benefit 
limit of less than $1,000,000, at the time of application‘ and annflly to every holder 
filch emufilified policy of accident and health insurance renewed by the insurer 
or Eemal. The coverage shall provide that when a covered individual incurs 
out-of-pocket expenses of $5,000 or more within a calendar year for services covered 
in section 62E.06, subdivision 1, benefits shall be payable, subject to any copayment 
authorized by the commissioner, up to a maximum lifetime limit of $500,000. The offer 
of coverage of major medical expenses may consist of the offer of a rider on an existing 
unqualified policy or a new policy which is a qualified plan. 

Sec. 15. Minnesota Statutes 1998, section 62H.l0, subdivision 4, is amended to 
read: 

Subd. 4. BROKER. “Broker” means an agent engaged in brokerage business 
pursuant to section 6914.08 60K.081. 

Sec. 16. Minnesota Statutes 1999 Supplement, section 621.535, subdivision 2, is 
amended to read: 

Subd. 2. COMPLIANCE. (a) Concurrent with the efieetive dates date of required 
compliance established under United States Code, title 42, sections 13%? to_1320d-8, 
as amended from time to time, for uniform electronic billing standards, all health care 
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providers must conform to the uniform billing standards developed under subdivision 
1. 

(b) Notwithstanding paragraph (a), the requirements for the uniform remittance 
advice report shall be effective 12 months after the date of the required compliance of 
the standards for the electronic remittance advice transaction are effective under United 
States Code, title 42, sections 1320d to 1320d—8, as amended from time to time. 

See. 17. Minnesota Statutes 1998, section 62S.02, subdivision 1, is amended to 
read: 

Subdivision 1. REQUIREMENTS. A qualified long-term care insurance policy 
may not be oifered, issued, delivered, or renewed in this state unless the policy satisfies 
the requirements of this chapter and the filing provisions of section 62A.02. A qualified 
long-term care insurance policybinugcover qualified 1on_g-term care services. 

See. 18. Minnesota Statutes 1998, section 64B.30, subdivision 1, is amended to 
read: 

Subdivision 1. VISITATION AND EXAMINATION. The commissioner, or any 
person the commissioner may appoint, shall have the power of visitation and 
examination into the affairs of any domestic society. The commissioner shall conduct 
an examination at least ones in every three years as often as is required in section 
60A.031, subdivision i. The commissioner may: 

" "_ " ‘ T 
(1) employ assistance for the purposes of examination and the commissioner, or 

any person the commissioner may appoint, shall have free access to any books, papers, 
and documents that relate to the business of the association; and 

(2) summon and qualify as witnesses, under oath, and examine its officers, agents, 
and employees, or other persons, in relation to the affairs, transactions, and condition 
of the association. 

Sec. 19. Minnesota Statutes 1998, section 65B.29, subdivision 2, is amended to 
read: 

Subd. 2. INSURANCE REQUIRED. No motor vehicle service contract may be 
issued, sold, or offered for sale in this state unless the provider of the service contract 
is insured under a motor vehicle service contract reimbursement insurance policy 
issued by an insurer authorized to do business in this state. Insurers issuing such a 
policy are required to have capital and surplus equal to at least $5,000,000 at tlfind 
of the preceding ye-alrfapital aric_i§1rplus _rr_1u_st be c—a1c_ul3T<§i using the aFco_unting 
starfiards requirecri section 60A.13. 

_ :' ~— 
Sec. 20. Minnesota Statutes 1998, section 65B.29, subdivision 3, is amended to 

read: 

Subd. 3. FILING REQUIREMENTS. No motor vehicle service contract may be 
issued, sold, or offered for sale in this state unless a true and correct copy of the service 
contract and the provider’s reimbursement insurance policy have been filed with the 
commissioner and either (_1_) the commissioner lg approved or Q Q0 days have 
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elapsed £1 die commissioner lg not disapproved § misleading o_r violative g 
public policy. The commissioner may, bl written notice t_o me provider, extend the 
review E‘ a_n additional period _‘n<_)t t_o exceed Q days. 

Sec. 21. Minnesota Statutes 1998, section 72A.20, subdivision'17, is amended to 
read: 

Subd. 17. RETURN OF PREMIUMS. (a) Refusing, upon surrender of an 
individual policy of life insurance in the case of the insured’s death, or in the case of 
a surrender prior to death, of an individual insurance policy not covered by the standard 
nonforfeiture laws under section 61A.24, to refund to the owner all unearned premiums 
paid on the policy covering the insured as of the time of the insured’s death or 
surrender if the unearned premium is for a period of more than one month. The return 
of unearned premium must be delivered to the insured within 30 days following rgefi 
by t_h_e insurer o_f me ir1_s\_1reEs request fgrancellation. 

_ "— 
(b) Refusing, upon termination or cancellation of a policy of automobile insurance 

under section 65B.l4, subdivision 2, or a policy of homeowner’s insurance under 
section 65A.27, subdivision 4, or a policy of accident and sickness insurance under 
section 62A.O1, or a policy of comprehensive health insurance under chapter 62E, to 
refund to -the insured all unearned premiums paid on the policy‘ covering the insured as 
of the time of the termination or cancellation if the unearned premium is for a period 
of more than one month. The return of unearned premium must ‘be delivered to the 
insured within 30 days following receipt by the insurer of the insured’s request for 
cancellation. 

(c) This subdivision does not apply to policies of insurance providing coverage 
only for motorcycles or other seasonally rated or limited use vehicles where the rate is 
reduced to reflect seasonal or limited use. 

(d) For purposes of this section, a premium is unearned during the period of time 
the insurer has not been exposed to any risk of loss. Except for premiums for 
motorcycle coverage or other seasonally rated or limited use vehicles where the rate is 
reduced to reflect seasonal or limited use, the unearned premium is determined by 
multiplying the premium by the fraction that results from dividing the period of time 
from the date of termination to the date the next scheduled premium is due by the 
period of ‘time ‘for which the premium was paid. 

A 

(e) The owner may cancel a policy referred to in this section at any time during 
the policy period. This provision supersedes any inconsistent provision of law or any 
inconsistent policy provision. 

Sec. 22, Minnesota Statutes 1999 Supplement, section 72A.20, subdivision 23, is 
amended to read: 

Subd. 23. DISCRIMINATION IN AUTOMOBILE INSURANCE POLICIES. 
(a) No insurer that offers an automobile insurance policy in this state shall: 

(1) use the employment status of the applicant as an underwriting standard or 
guideline; or 
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(2) deny coverage to a policyholder for the same reason. 

(b) No insurer that ofiers an automobile insurance policy in this state shall: 

(1) use the applicant’s status as a residential tenant, as the term is defined in 
section 504B.00l, subdivision 12, as an underwriting standard or guideline; or 

(2) deny coverage to a policyholder for the same reason; or
' 

(3) make any discrimination in oifering or establishing rates, premiums, divi- 
dends, or benefits of any kind, or by way of rebate, for the same reason. 

(c) No insurer that offers an automobile insurance policy in this state shall: 

(1) use the failure of the applicant to have an automobile policy in force during 
any period of time before the application is made as an underwriting standard or 
guideline; or 

(2) deny coverage to a policyholder for the same reason. 

This provision Paragraph (1) does not apply if the applicant was required by law 
to maintain automobile insurance coverage and failed to do so. 

An insurer may require reasonable proof that the applicant did not fail to maintain 
this coverage. The insurer is not required to accept the mere lack of a conviction or 
citation for failure to maintain this coverage as proof of failure to maintain coverage. 
The insurer must provide the applicant with information identifying the documentation 
that is required to establish reasonable proof that the applicant did not fail to maintain 
the coverage. 

(d) No insurer that offers an automobile insurance policy in this state shall use an 
applicant’s prior claims for benefits paid under section 65B.44 as an underwriting 
standard or guideline if the applicant was 50 percent or less negligent in the accident 
or accidents causing the claims. 

(Q No insurer shall refuse to issue any standard gr preferred policy of motor 
vehicle insurance gr make a_ny discrimination E acceptance o_f risks, rates, 

premiums, dividends, or benefits 9'_f afl kind, E E2 way of rebate: 
Q between persons of th_e same class, gr 
(2) on account of race, or 

Q) _on_ account of physical handicap the handicap compensated f_or_ by special 
training, equipment, prosthetic device, corrective lenses, g medication an_d th_e 

physically handicapped person: 

_(_i) 
licensed b_y E department _o_f public safety t_o operate a motor vehicle 

state, and 

Q operates only vehicles E are equipped with auxiliary devices a_n_d equipment 
necessary for safe Ed effective operation b_y Q13 handicapped person, or 

(4) on account of marital dissolution. 
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~ 
Sec. 23. Minnesota Statutes 1998, section 72A.499, subdivision 1, is amended to 

read: 

Subdivision 1. NOTICE AND INFORMATION. Q In the event of an adverse 
underwriting decision, the insurer or insurance agent responsible for the decision shall 
provide in writing to the applicant, policyholder, or individual proposed for coverage: ~~~

~ (1) the specific reason or reasons for the adverse underwriting decision, a 
summary of the person’s rights under sections 72A.497 and 72A.498, and that upon 
request the person may receive the specific items of personal information that support 
those reasons and the specific sources of the information; or ~~~

~ (2) the specific reason or reasons for the adverse underwriting decision, the 
specific items of personal and privileged information that support those reasons, the 
names and addresses of the sources that supplied the specific items of information 
specified, and a summary of the rights established under sections 72A.497 and 
72A.498. 

~~~

~

~ 
(b) In addition to the requirements of paragraph (a), if the adverse underwriting 

decisicnifi either solely_or partially based upon a report‘ ofcfedit worthiness, credit 
standing,3r credit capacig that an insurer receives from a Ensumer reporting agency, 
the insurer_or insurance agefresponsible for the deci_sio_n shall provide in writing to 
$6 applicant: policyholder, or individual p@6§€d for covefithe primafy reason Sf 
rasons for the credit score 5 other credit based info—rination usetfiy the insurer in ti} 
ir1smr_’s_a_dV€rse underwritmg decision. 

—_ — — jfi _ —_ 
~~

~
~
~ ~
~ Sec. 24. Minnesota Statutes 1998, section 79A.04, subdivision 1, is amended to 

read: 

‘Subdivision 1. ANNUAL SECURING OF LIABILITY. Each year every private 
self-insuring employer shall secure incurred liabilities for the payment of compensa- 
tion and the performance of the its obligations and the obligations of all self-insuring 
employers imposed under chapter_l76 by renewfig the prior year’s secinity deposit or 
‘by making a new deposit of security. If a new deposit is made, it must be posted within 
60 days of the filing of the self-insured employer’s annual report with the commis- 
sioner, but in no event later than July 1.

~

~ 
~~

~ 
~~

~
~ Sec. 25. Minnesota Statutes 1998, section 79A.04, subdivision 2, is- amended to 

read:~

~ 
Subd. 2. MINIMUM DEPOSIT. The minimum deposit is 110 percent of the 

private self-insurer’s estimated future liability. Up to ten percent of that The deposit 
may be used to secure payment of all administrative and legal costs, Tncl unpaid 
assessments required by section 79A.12, subdivision 2, relating to or arising from the 
empleyerfs its or other employers’ ~self—insuring. As used in this section, “private 
self—insurer”_h1c:lud%)th current and former members of the self—insurers’ security 
fund; and “private self—insurers’ estimated future liability” means the private self- 
insurers’ total of estimated future liability as determined by an Associate or Fellow of 
the Casualty Actuarial Society every year for group member private self—insurers and, 
for a nongroup member private self-insurer’s authority to self-insure, every year for the 

~~

~
~
~
~ 
~~

~
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first five years. After the first five years, the nongroup member’s total shall be as 
determined by an Associate or Fellow of the Casualty Actuarial Society at least every 
two years, and each such actuarial study shall include a projection of future losses 
during the period until the next scheduled actuarial study, less payments anticipated to 
be made during that time. 

All data and information furnished by a private self-insurer to an Associate or 
Fellow of the Casualty Actuarial Society for purposes of determining private 

self-insurers’ estimated future liability must be certified by an officer of the private 
self—insurer to be true and correct with respect to payroll and paid losses, and must be 
certified, upon information and belief, to be true and correct with respect to reserves. 
The certification must be made by sworn affidavit. In addition to any other remedies 
provided by law, the certification of false data or information pursuant to this 

subdivision may result in a fine imposed by the commissioner of commerce on the 
private self—insurer up to the amount of $5,000, and termination of the private 
self-insurers’ authority to self-insure. The determination of private self-insurers’ 

estimated future liability by an Associate or Fellow of the Casualty Actuarial Society 
shall be conducted in accordance with standards and principles for establishing loss 
and loss adjustment expense reserves by the Actuarial Standards Board, an affiliate of 
the American Academy of Actuaries. The commissioner may reject an actuarial report 
that does not meet the standards and principles of the Actuarial Standards Board, and 
may further disqualify the actuary who prepared the report from submitting any future 
actuarial reports pursuant to this chapter. Within 30 days after the actuary has been 
served by the commissioner with a notice of disqualification, an actuary who is 
aggrieved by the disqualification may request a hearing to be conducted in accordance 
with chapter 14. Based on a review of the actuarial report, the commissioner of 
commerce may require an increase in the minimum security deposit in an amount the 
commissioner considers sufiicient. 

Estimated future liability is determined by first taking the total amount of the 
se1f—insured’s future liability of workers’ compensation claims and then deducting the 
total amount which is estimated to be returned to the self—insurer from any specific 
excess insurance coverage, aggregate excess insurance coverage, and any supplemen- 
tary benefits or second injury benefits which are estimated to be reimbursed by the 
special compensation fund. Supplementary benefits or second injury benefits will not 
be reimbursed by the special compensation fund unless the special compensation fund 
assessment pursuant to section 176.129 is paid and the reports required thereunder are 
filed with the special compensation fund. In the case of surety bonds, bonds shall 
secure administrative and legal costs in addition to the liability for payment of 
compensation reflected on the face of the bond. In no event shall the security be less 
than the last retention limit selected by the self—insurer with the workers’ compensation 
reinsurance association, provided that me commissioner may allow former members to 
post less than the workers’ compensation reinsurance asswTi21tion retention level if that 
amount adequate t_o secure payment _of tire self-insurers’ estimated future liability, § 
defined subdivision, including payment o_f claims, administrative a_n_d legal 

costs, Ed unpaid assessments required b_y section 79A.12, subdivision The posting 
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or depositing of security pursuant to this section shall release all previously posted or 
deposited security from any obligations under the posting or depositing and any surety 
bond so released shall be returned to the surety. Any other security shall be returned to 
the depositor or the person posting the bond. 

As a condition for the granting or renewing of a certificate to self-insure, the 
commissioner may require a private self-insurer to furnish any additional security the 
cornmissioner considers sufficient to insure payment of all claims under chapter 176. 

Sec. 26. Minnesota Statutes 1998, section 79A.04, subdivision 7, is amended to 
read: ‘ 

Subd. 7. PERFECTION OF SECURITY. Upon" the cornmissioner sending a 
request to renew, request to post, or request to increase a security deposit, a perfected 
security interest is created in the private self-insured’s assets in favor of the 
commissioner to the extent of any then unsecured’ portion of the self—insured’s incurred 
liabilities. That perfected security interest is transferred to any cash or securities 
thereafterposted by the private self—insured with the state treasurer and is released only 
upon either of the following: ‘ 

(1) the acceptance by the commissioner of a surety bond or irrevocable letter of 
credit for the full amount of the incurred liabilities for the payment of compensation; 
or i 

(2) the return of cash or securities by the commissioner. 
The private self-insured employer loses all right, title, and interest in and any right 

to control all assets or obligations posted or left on deposit as security. In the event of 
adeelarationofbameupteyerinseweneybyaeoufiefeompetemjafisdieémmata 
private self-insurer is the subject of a voluntary or involuntary petition undeglhe 
United States Bankrnpal Code, tiEe_1l, or a co1Trt of competent jurisdiction ES 
declared the private self-insurer to_be Enfupt dfinsavent, or in the event of E8 
issuance bfa certificate of defa—ult_by the cominissioner, the commissioner shall 
liquidate the deposit as provided in this chapter, and transfer it to the self-insurer’s 
security fund for application to the self—insured employer’s incurred liability and other 
current or future obligations of the self-insurers’ security fund. In the eve-rTt_that a 
private s~elf—insurer is the subj_ect_of a voluntary .or involuntary$e—ti—tion—ur1“der-‘the 
United States Bankruptcy Code, tit_le_ll, or a comt of competent jurisdiction hag 
declared the private self-insurer to~§3 b—ank_ruptFif1s_cfivent, or in the event offi 
issuance Jr“ a certificate of default_by_The comrnissToner, all righ_t, t—itle,_andiEerest—in 
and any ri_glTt to control 51 assets cfobhgations which lfi bin posferg deposite_d 
a_s security must be transferred t_ot_£-: self-insurers’ security fund. 

Sec. 27. Minnesota Statutes 1998, section 79A.04, subdivision 9, is amended to 
read: 

Subd. 9. INSOLVENCY, BANKRUPTCY, OR DEFAULT; UTILIZATION 
OF SECURITY DEPOSIT. The commissioner of labor and industry shall notify the 
commissioner and the security fund if the commissioner of labor and industry has 
knowledge that any private self-insurer has failed to pay workers’ compensation 
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benefits as required by chapter 176. If the commissioner determines that a private 
se1f—insurer is the subject of a voluntary or involuntary petition under thefirlited States 
Bankruptcy CE, title 11*,-o_r the commissioner determines that a coat of competent 
jurisdiction lTa—sEeclTreEhe-private self-insurer to be bankrupt or insolvent, and the 
private self-insurer has failed to pay workers’ compensation as required by chapter 176 
or, if the commissioner issues a certificate of default against a private self—insurer for 
failure to pay workers’ compensation as required by chapter 176, or failure to pay an 
assessment to the self—insurers’ security fund when due, then the security deposit shall 
be utilized to administer and pay the private self-insurers’ workers’ compensation or 
assessment obligations or an_y other current g future obligations pf @ self-insurers’ 
security 

Sec. 28. Minnesota Statutes 1998, section 79A.11, subdivision 2, is amended to 
read: 

Subd. 2. SECURITY DEPOSITS. The security fund shall have the right and 
obligation to obtain from and retain the security deposit of an insolvent private 
self-insurer the amount eftfiply to the private self-insurer’s current or future 
compensation obligations, inauding reasonable administrative and legal costs:paid or 
assumed by the security fund and to other current or future obligations of the security E. Reimbursement of admifirative costs, including legal costs, shallbesubject to 
approval by a majority of the security fund’s voting trustees. The security fund shall be 
a party in interest in any action to obtain the security deposit for the payment of 
compensation obligations of an insolvent self-insurer. 

subdivision to read: » 

Subd. gal REPLACEMENT INSURANCE POLICY. The insolvent se1f—ins_urer 
may obtain a_n insurance policy as described in section 75./:06, subdivision 5, to 

discharge further workers’ compensation obligfiions assumed by the self-insunar-s7 
security o_n behalf of the insolvent insurer. At the self-insurerfiecurity fund’s 
option and in s_o_l§ discnetfii, any part of the insavefi self-insurer’s security deposit E 15 £5 to fu_nci the acquisiE1Ftlfi policy. After the security deposit has been T to_: (L) _f1r1_d the acquisition Fr policy; (2) pay all direct and—irid—i§t 
administrative g professional expenses of the furFreHted—_to_t_lie-i.ns—()1§/ent se1f— 

insurer; arm (32 t_o the extent not covered E3; the iTdrance po1icy,—pay the insolvent 
self-insurer’s losses, allocatedfiss expense—andT1nallocated loss expegsfiny part of 
the insolvent self-insurer’s secufiri-ty deposit tEremains rnustg promptly r_et—ur—rE1 E6 . 

ti insolvent self-insurer. 
1 _ _— 

Sec. 30. Minnesota Statutes 1999 Supplement, section 79A.22, subdivision 2, is 
amended to read: 

Subd. 2. FINANCIAL STANDARDS. Commercial self—insurance groups shall 
have and maintain: 

(1) combined net worth of all of the members in an amount at least equal to -1-2 
ten times the group’s selected retention level of the workers’ compensation reinsurance 

Sec. 29. Minnesota ‘Statutes 1998, section 7-9A.1l, is amended by adding a 
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association; I-lg purposes gf ‘clause, th_e amount g any retained surplus b_y the 
group considered o_f t_l_’lE combined n_et worth o_f all E members; 

(2) sufficient assets and liquidity in the group’s common claims fund to promptly 
and completely meet all obligations of its members under this chapter and chapter 176. 

Sec. 31. Minnesota Statutes 1998, section 79A.22, subdivision 3, is amended to 
read: 

Subd. 3. NEW MEMBERSHIP. The commercial self-insurance group shall file 
with the commissioner the name of any new employer that has been accepted in the 
group prior to the initiation date of membership along with the member’s signed 
indemnity agreement and evidence the member has deposited suflicient premiums with 
the group as required by the commercial self-insurance group’s bylaws or plan of 
operation. The security deposit of the group will shall be increased quarterly to an

‘ 

amount equal to 50 percent of the new 1=nen=iber—’s premium members’ premiums Q Qa_t 
quarter. E me tlal increase pf E members? premiums for th_e quarter leis than 
five percent of the total annual premium of the group, no quarterly increasewis 
necessary untiTthe_c1Kilative quarterly incr-e—as§for that calendar year exceed fixg 
percent of fhetotfi premium pf the group. The 
may, at '~it's—tl1_ec—o_mrr1issioner’s <fii5n,Teview the financial" statement of any applicant 
whose prenTi1_1m equals 25 percent or more of the group’s total premium. 

Sec. 32. Minnesota Statutes 1998, section 79A.22, subdivision 11, is amended to 
read: 

Subd. 11. DISBURSEMENT OF FUND SURPLUS. (a) One hundred percent of 
any surplus money for a fund year in excess of 125 percent of the amount necessary 
to fulfill all obligations under the .Workers’ Compensation Act, chapter 176, for that 
fund year may be declared refundable to a_ member at any time. The date shall be no 
earlier than 18 months following the end of such fund year. The first disbursement of 
fund surplus may not be made prior to the of an eperatieaal audit by the 
eemmissiener written approval of the commissioner. There can be no more than one 
refund made in any 12-month -peIio<T When all the claims of any one fund year have 
been fully paid, as certified by an actuary, all surplus money from that fund year may 
be declared refundable. ‘ 

(b) The commercial self-insurance group shall give notice to the commissioner of 
any refund. Said notice shall be accompanied by a statement from the commercial 
self-insurer group’s certified public accountant certifying that the proposed refund is in 
compliance with paragraph (a). 

Sec. 33. Minnesota Statutes 1999 Supplement, section 79A.23, subdivision 1, is 
amended to read: 

Subdivision 1. REQUIRED REPORTS TO COMMISSIONER. Each commer- 
cial self-insurance group shall submit the following documents to the commissioner. 

(a) An annual report shall be submitted by Aprill showing the incurred losses, 
paid and unpaid, specifying indemnity and medical losses by classification, payroll by 
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classification, and current estimated outstanding liability for workers’ compensation on 
a calendar year basis, in a manner and on forms available from the commissioner. In 
addition each group will submit a quarterly interim loss report showing incurred losses 
for all its membership. 

(b) Each commercial self-insurance group shall submit within 45 days of the end 
of each quarter: 

(1) a schedule showing all the members who participate in the group, their date 
of inception, and date of withdrawal, if applicable; 

(2) a separate section identifying which members were added or withdrawn 
during that quarter; and 

(3) an internal financial statement and copies of the fiscal agent’s statements 
supporting the balances in the common claims fund. 

(c) The commercial self-insurance group shall submit an annual certified financial 
audit report of the commercial self-insurance group fund by April 1 of the following 
year. The report must be accompanied by an expense schedule showing the commercial 
self-insurance group’s operational costs for the same year including service company 
charges, accounting and actuarial fees, fund administration charges, reinsurance 

premiums, commissions, and any other costs associated with the administration of the 
group program. 

((1) An officer of the commercial self-insurance group shall, under oath, attest to 
the accuracy of each report submitted under paragraphs (a), (b), and (c). Upon 
sufficient cause, the commissioner shall require the commercial self-insurance group to 
submit a certified audit of payroll and claim records conducted by an independent 
auditor approved by the commissioner, based on generally accepted accounting 
principles and generally accepted auditing standards, and supported by an actuarial 
review and opinion of the future contingent liabilities. The basis for suflicient cause 
shall include the following factors: 

(1) where the losses reported appear significantly different from similar types of 
groups; 

(2) where major changes in the reports exist from year to year, which are not, 
solely attributable to economic factors; or 

(3) where the commissioner has reason to believe that the losses and payroll in the 
report do not accurately reflect the losses and payroll of the commercial .self—insurance 
group.

‘ 

If any discrepancy is found, the commissioner shall require changes in the commercial 
self-insurance group’s business plan or service company recordkeeping practices. 

(e) Each commercial self-insurance group shall submit by September 15 a copy 
of the group’s annual federal and state income tax returns or provide proof that it has 
received an exemption from these filings. 
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(1) With the annual loss report each commercial self-insurance group shall report 
to the commissioner any worker’s compensation claim where the full, undiscounted 
value is estimated to exceed $50,000, in a manner and on forms prescribed by the 
commissioner. 

(g) Each commercial self—insurance group shall submit by May 1 a list of all 
members and the percentage of premium each represents to the total group’s premium 
for the previous calendar year. 

(h) Each commercial self-insurance group shall submit by October 15 the 
following documents prepared by the group’s certified public accountant: 

(1) a compiled combined financial statement of group members and a list of 
members included in this statement. An “Agreed Upon Procedures” report, as 
determined by the commissioner, indicating combined net worth, total assets, eash 
flow; and net income of the group members may be filed in lieu of the compiled 
combined financial statement; and 

(2) a report that the statements which were combined have met the requirements 
of subdivision 2. 

(i) If any group member comprises over 25 percent of total group premium, that 
member’s financial statement must be reviewed or audited, and, at the cor_nmissioner’s 
option, must be filed with the department e£ eemmeree commissioner by October 15 
of the following year. 

(i) Each commercial self-insurance group shall submit a copy of each member’s 
accountant’s report letter from the reports used in compiling the combined financial 
statements. This requirement does not apply to any group that has been in existence for a£mtf;ee_§a:T"“—”—"_——_”"_—'"—" 

Sec. 34. Minnesota Statutes 1999 Supplement, section 79A.23, subdivision 2, is 
amended to read: ' 

Subd. 2. REQUIRED REPORTS FROM MEMBERS TO GROUP. (a) Each 
member of the commercial self—insurance group shall, by September 15, subniT to the 
group its most recent annual financial statement, together with other financial 
information the group may require. These financial statements submitted must not have 
a fiscal year end date older than January 15 of the group’s calendar year end. Individual 
group members constituting at least 25 percent of the group’s annual premium shall 
submit to the group reviewed or audited financial statements. The remaining members 
must submit compilation level statements. 

(b) For groups that have been in existence for at least three years, individual group 
memETersTnay satisTy—the—rtE1—1irefi1ents of para‘g?aph*(a)_EI?1bfitting comfi 
reviewed, $_audited statements or the meg: recent feder—al“in.c-ome tax return filed by 
me membe; 

—— — — _—— 
Sec. 35. Minnesota Statutes 1999 Supplement, section 79A.23, subdivision 3, is 

amended to read: ’ 
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Subd. 3. OPERATIONAL AUDIT. (a) The commissioner, prior to authorizing 
surplus distribution of a commercial se1f—insurance group’s first fund year or no later 
than after the third anniversary of the group’s authority to self-insure, shall my 
conduct an operational audit of the commercial self-insurance group’s claim handling 
and reserve practices as well as its underwriting procedures to determine if they adhere 
to the group’s business plan. The commissioner may select outside consultants to assist 
in conducting the audit. After completion of the audit, the commissioner shall either 
renew or revoke the commercial self-insurance group’s authority to self-insure. The 
commissioner may also order any changes deemed necessary in the claims handling, 
reserving practices, or underwriting procedures of the group. 

(b) The cost of the operational audit shall be borne by the commercial 
self-insurance group. 

Sec. 36. Minnesota Statutes 1999 Supplement, section 79A.24, subdivision 2, is 
amended to read: 

Subd. 2. MINIMUM DEPOSIT. The minimum deposit is 125 percent of the 
commercial self-insurance group’s estimated future liability for the payment of 
compensation as determined by an actuary. If all the members ot the eommereial 
self-insueanee group have submitted reviewed or aadited fmaneial statements to the 
groupie aeeoemtant lgts been in existence for gree years, this minimum deposit shall 
be 110 percent of the cdniinereial se1f—ins1Ence group’s estimated future liability for 
the payment of workers’ compensation as determined by an actuary. The group mast 
file a letter with the eommissioner from the gtoupis aeeou-ntant whieh that the 

eompiled eembtned fihaneial statements were prepared ilrom members reviewed or 
audited finaneial statements only before the lower seeutity deposit is allowed: Each 
actuarial study shall include a projection of future losses during a one-year period until 
the next scheduled actuarial study, less payments anticipated to be made during that 
time. Deduction should be made for the total amount which is estimated to be returned 
to the commercial self-insurance group from any specific excess insurance coverage, 
aggregate excess insurance coverage, and any supplementary benefits which are 

estimated to be reimbursed by the special compensation fund. Supplementary benefits 
will not be reimbursed by the special compensation fund unless the special compen- 
sation fund assessment pursuant to section 176.129 is paid and the required reports are 
filed with the special compensation fund. In the case of surety bonds, bonds shall 
secure administrative and legal costs in addition to the liability for payment of 
compensation reflected on the face of the bond. In no event shall the security be less 
than the group’s selected retention limit of the workers’ compensation reinsurance 
association. The posting or depositing of security under this section shall release all 
previously posted or deposited security from any obligations under the posting or 
depositing and any surety bond so released shall be returned to the surety. Any other 
security shall be returned to the depositor or the person posting the bond. 

Sec. 37. Minnesota Statutes 1998, section 80A.04, subdivision 2, is amended to 
read: 
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